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FISCAL IMPACT STATEMENT

LS 6173 NOTE PREPARED: Jan 11, 2010
BILL NUMBER: SB 23 BILL AMENDED: Jan 11,2010

SUBJECT: Unemployment Contribution Rates.

FIRST AUTHOR: Sen. Hershman BILL STATUS: 2" Reading - 1" House
FIRST SPONSOR:
FUNDS AFFECTED: GENERAL IMPACT: State & Local
X DEDICATED
FEDERAL

Summary of Legislation: (Amended) This bill delays from January 1, 2010, to January 1, 2011, changes
in the taxable wage base and employer contribution rates for the unemployment compensation system.

The bill specifies the contents of the written notice provided to base period and separating employers
whenever an individual files an initial or additional claim for unemployment benefits (benefits).

It requires the Department of Workforce Development (Department) to prescribe a standard form for an
employer to use to object to a claimant's receipt of benefits. The bill provides that, if the employer submits
the standard form within ten days after the mailing of notice that a former employee has filed an initial or
additional claim for benefits, the claim is sent to an Unemployment Claims Compliance Center that contacts
all employers for information necessary for the Department to determine whether the individual is eligible
for benefits. The bill provides that, for any week in which the individual's eligibility is contested, the
Department may not pay benefits until both the employer and the claimant have had an opportunity to be
heard, and the Department determines that the claimant is eligible for benefits based on the information
provided to the Department. It provides that, if an employer appeals an initial determination granting benefits
to a claimant and the determination is reversed at least in part based on information that the employer failed
to provide in response to a Department request, the employer's experience account (account) shall be charged
50% of the benefits paid to the employee that the employee was not entitled to receive and for which the
employer's experience account may be charged. It provides that if the employee repays the benefits received,
the employer's account is credited with the amount of the employee's repayment up to 50% of the amount
charged to the account.

The bill repeals a provision that permits an employer with a debit reserve ratio to elect once, after December
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31, 2009, and before January 1, 2012, to make a voluntary contribution to the fund and receive a credit to
the employer's account equal to 250% of the amount of the voluntary contribution.

Effective Date: (Amended) January 1, 2010 (retroactive); July 1, 2010.
Explanation of State Expenditures: (Revised) The provision delaying the new rate schedule would not

affect the state expenditures to the Unemployment Insurance Benefit Fund since the state is a reimbursable
employer.

The changes to the notification to employers might increase the Department’s administrative costs, but the
increases would probably be minor.

The state paid about $4.1 M in FY 2009, $4.1 M in FY 2008, and $5.9 M in FY 2007 to the fund.
Explanation of State Revenues: (Revised) The bill would reduce the revenue to the Unemployment

Insurance Benefit Trust Fund. The reduction in revenue in FY 2010 is estimated to be between $314 M and
$357.6 M.

The repeal of the provision that permits an employer with a debit reserve ratio to elect once, after December
31, 2009, and before January 1, 2012, to make a voluntary contribution to the fund and receive a credit to
the employer's account equal to 250% of the amount of the voluntary contribution could reduce contributions
into the fund. The balance of all debit reserve ratio employers is about -$1.8 B. Each 1% of voluntary
contributions employers might have made would have generated $18 M of one-time income to the fund, and
employers would receive a reduction in their negative balance of about $45 M.

(Revised) Background: The following is the amount states have borrowed as of January 5, 2009, from the
federal government to pay unemployment benefits.
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Alabama $154,492,515.63
Arkansas $233,668,347.17
California $6,036,432,015.60
Connecticut $193,916,478.04
Florida $1,014,100,000.00
Georgia $85,000,000.00
Idaho $108,082,625.22
Illinois $1,196,561,309.98
Indiana $1,512,006,218.01
Kentucky $576,737,951.27
Michigan $3,179,882,333.32
Minnesota $292,541,843.24
Missouri $475,126,281.75
Nevada $144,397,458.40
New Jersey $982,691,333.38
New York $2,199,010,220.34

North Carolina

$1,643,658,824.38

Ohio

$1,767,537,799.00

Pennsylvania

$1,955,343,518.28

Rhode Island

$132,789,426.49

South Carolina

$697,766,722.00

South Dakota

$8,608,136.11

Texas

$1,364,837,475.80

Virgin Islands

$8,386,556.12

Virginia

$123,577,000.00

Wisconsin

$946,731,735.83

Total

$27,033,884,125.36

For CY 2009 the Unemployment Insurance Benefit Fund received $521.4 M from employers, $0.5 M in
interest, paid $1,865.3 M in benefits, and had administrative expenses of $14.9 M. The ending balance on
December 30, 2009, was a negative $1,469.8 M. Currently, the loans to states from the federal government
for unemployment benefits are not accruing interest until at least December 31, 2010.

Explanation of Local Expenditures: The impact on local government would be as an employer.

Explanation of Local Revenues:

State Agencies Affected: Department of Workforce Development.

Local Agencies Affected: All nonreimbursement employers.

Information Sources: Department of Workforce Development data.

Fiscal Analyst: Chuck Mayfield, 317-232-4825.
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